
UTAH OIL AND GAS CONSERVATION COMMISSION

DATE FILED 6-
LAND FEE & PATENTED X STATELEASENO PUBLICLEASE NO INDIAN

DRILLING APPROVED

SPUDDED IN

COMPLETED PUT T PRODUCING:

INITIAL PRODUCTION:

GRAVITY A.P l.

GOR

PRODUCING ZONES

TOTAL DEPTH:

ELL

UNIT:

COUNTY

WELLNO MTTTFP CFFF CHFRT'FP #9 API.# 43-007-30064
LOCATION g FT FROM ) LINE, gy FT FROM (W) LINE 1/4 - 1/4



Form OGC.la SUBMIT IN ICATE*
STA OF UTAH (Other i ions on

mverse side)
DEPARTMENT OF NATURAL RESOUR-3 Bond Applied For

DIVISION OF OIL, GAS, AND MINING 5. Lease Designation and Serial No.

6. If Indinn, Allottee or Tribe NameAPPLICATIONFOR PERMITTO DRILL, DEEPEN, OR PLUGBACK
la. Type of Work

7. Unit Agreement NameDRILL DEEPEN PLUG BACK
h. Type of Well &

Oil .Gas Single Multiple 8. Farm or Lense Name
Well Well Other Zone Zone

1. ÑÃÄeof Operator 1 1 1 an ('onale T noen

Utah Penn 9. .h No
e, La ... or ov•rator

. Cheritta # 2
ATTN: J.P. Kyle, 840 Rood Ave. , Grand Junction, C0 81501 14. vi.la and ruoi.or wita..t

« LocaÏionof Well (Report location clearly and in accoWinnee with any State requirements.*l Wildcat,At

E , Sec. 22, T15g, R10E, SLM 660 TWL *90 F '•fs
At proposed pod. mone

Same T1 , R10E, SLM
14. Distance in miles and direction from nearest town or post. office* 12. County or Parrish 13. State

6 miles South of Price, Utah Carbon Utah /
15. Distance from poposed• 16. No. of acres in lease 17. No. of acres assigned

location to nearest 1980 FWL, 720 FNL to thi• w•Il
Isroperty or lease line, it 160 40(Also to nearest drig. line, if any)

18. Distante from i>roposed location* 19. Proposed depth 20. Rotary or cable tools
.'", "?¾fi7,"'.'o""2"TA""f**""3500;NWof Price #1 1800' Rotary

21. ElevAtions ÏŠlmv whether DF, RT. GR, etc.) 22. Approx, date work will start*

5520' June 1, 1981
23.

PROPOSED CASING AIND CEMENTING PROGRAM

Size of Hole Size of Casing Weight per Foot Setting Depth Quantity of Cement

12 /4" 9 5/8" 28.00# 80' Surface 75 Sax thru production
9 3/4" 7" .

20.00# 70' Intermediate zone
6 1/2" 4 1/2" 10.50# to depth

A well at the above location is proposed to test the oil production possibilities of the
Dakota Sandst9ng formationg. Rotary tools with air for circulation until water is encounter-
ed, then drilling fiuíd will be used to drill the well. The surface casing will be set at
about 80 feet and cemented with returns to the surface. A blowout preventer with hydraulic-
aÌly operated blind and pipe rams will be installed on top of the surface casing; and a
kelly cock and safety sub on the derrick floor will provide protection from pressures and
temperatures. 2-inch Fill and Kill lineq will be connected below the blind rams. Any oil
or gas encountered will be flared at the. end of the blewie line, and roughly checked for
volume thru a 2-inch line after the pipe rams have been closed. A float valve will be used
in the bottom drill collar at all times.
Rules of Practices and Procedures, State of Utah will be followed when applicable.

N ABOVE SPACE .DENCRIBE PROPOSED PROGRAM• H µroponni is to deepen or ning back, give (lata on present productive sone and proposed new pro.
du the zone, if provosal is to drill or deeven directionally, give pertinent data on subaurface locations and measured and true vertitui depths, Give blowout

iThis space for leral or State office use

Conditions of approval, jf any: G MD MIM
*See Instructions On
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WELL No.2CHÈRITTA

2 2 - --

N

' N.17*56'36't129.83°

LAASE POST WITH SPIKE
DRfVEN IN TOP BY Co. Sunygvon ( 3/4 PIN & METAL TAGMARKED S-S)

SCALE: I 'alOOO'

O 500' 1000.

CERTIFICATE OF SURVEY
.

I EDWARD E CARPENTER, SEING (REGISTERED LAND SURVEYOR

DO HEREBY CERTIFY THATTHE SURÝÊYOF DRILL SITE LOCATION WELL

No.2 CHERITTA , IN THE NE I/4NWl/4, SECTION 22, IloS.,R.10E.,
SALT LAKE MERIDIAN, CARBON COUNTY,UTAH AND THE PLAT THEgg

f CAWAS MADE UNDER MY SUPERVISION. .g•,

EDWARD E CARPENTER RE.- L.S. 4712 12319 •

O .

Y CO
flfilutti

NOTE:
PLAT OF THESECTION CORNERS ARE ASSUMED

FROM FIELO WOR$BYAINPHOTO
spavHIY AUNDnNOT SETOR RECOVERE° WELL No.I CHERITTA
BASIS OF BEARINGS USC 8 GS
MURNUMETS USED BY AIRPHOTo CARBON¢0UNTY,UTAN

TEMCO LTD.
GRAND JUNCTION, COLORADO

STAKED BY: SCALE: n e ORAWNBY:TEMCO I •\000 N.RB. JOS NUMBER
SURVEYEDBY:TEMCODATEt

. CHECRED
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File in Duplicate

DIVISION OF OIL, GAS AND MINING

OF THE STATE OF UTAH

DESIGNATION OF AGENT
****×¾**************

The undersigned producer, operator, transporter, refiner, gasoline or
initial purchaser who is conducting oil and/or.gas operations in the State
of Utah, does, pursuant to the Rules and Regulations and Rnlos of Practice
and Procedure of the Division of Oil,rGas and Mining of the State-of
Utah, hereby appoint Michael Cole , whose address is

Pn Box 666, Price, UT 84501 , (his, her or its)
designated agent to accept and to be served with notices from said Board,
or from other persons authorized under the Oil and Gas Conservation Act of
the State of Utah.

The undersigned further agrees to immediately report in writing. all
changes of address of the.agent, and any termination of the agent's authority,
and in the latter case, the designation of a new agent or agents shall be
immediately made. This designation of agent, however, shall remain in full
force and effect until and unless a new designation agent is filed in
accordanze with said s¢atute and said regulations.

Effective date of designation May 1, 1981

Company Utah Penn Address 1901 New Street, Independence, KS 67301

By
,

.,-yt Title Representative
(signature) rd.P.Kyle

NOTE: Agent must be a resident of the State of



** FILE NOTATIONS**

DATE:

OPERATOR:

WELLNO:

Location: Sec. T. / R. ÑÑ County: J)

File Ptepated: En.tered on N.I.9

Camd Indexed: Complet,¿Dn Sheet

API Numbe ÛÔ
CHECKE

Director:

Administrative Aide: Ad/

APPROVALLETTER:

Bond Required: Saavey Plat Required

0AdeA Ha. 0.K. Rule C-3

Rule C-3 (c) , TopogAaph¿c Excepti.on - companyowns ok contAofs acAeage
ut¿,th¿n a 660' aadius og paoposed a¿te

Lease Dealgnat¿on Plo,tted on Map

Appkovat LetteA úlA¿tten

Hot L¿ne



June 3, 1981

Utah Penn
840 Rood Ave.
Grand Junction, Colorado 81501

AttentionL J.P. Kyle

Re: Well No1.Cheritta 92
Soc. 22, T. 15S, R. 10E, NE NW
Carbon County, Utah

Insofar as this office is concerned, approval to drill the above
referred to oil well is hereby granted in accordance with Rule C-3, General
Rules and Regulations and Rules of Practice and Procedure.

Should you determine that it will be necessary to plug and abandon
this well, you are hereby requested to imediately notify the following:

MICHAELT. MINDER- Petroleum Engineer
Office: 533-5771
Home: 876-3001

Enclosed please find Form OGC-8-X, which is to be completed whether
or not water sands (acquifors) are encountered during drilling. Your
cooperation in completing this form will be appreciated.

Purther, it is requested that this Division be notified within 24 hours
after drilling operations comence, and that the drilling contractor and rig
number be identified.

The API number assigned to this well is 43-007-30064.

Sincerely,

DIVISION OF OIL, GAS, AND MINING

Michael T. Minder
Petroleum Engineer

MDi/ko



MILRŒÐ ENERGY COMPANY
P.O. BGK934

Auluoussous, um marœ 87103

December 16, 1982

DEC20 1982

DIVISIONOFMr. Norm Stout
State of Utah Natural Resources L GAS&MINING

and Energy
Oil, Gas & Mining Division
4241 State Office Building
Salt Lake City, Ur 84114

RE: Chiaretta #2

Dear Mr. Stout:

In accordance with our telephone conversation of December 16, 1982., I have
attached hereto the following:

1. A copy of the Farmout Agreement between Milagro Energy Resources
Copany and Utah Pennsylvanian Oil Campany.

2. A copy of the notice of default sent by Milagro Energy Resources
Campany to Utan Pennsylvanian Oil Cmpany setting forth the various
matters in which they were in default of the Farmout Agreement.

3. An affidavit by me as managing partner of Milagro Energy
Resources Copany swearing that Utah Pennsylvanian Oil Company failed tocure the default under the Farmout Agreement and thereby lost their rights
under the agreement.

Milagro Energy Resources Copany has an assignment of approximately 10,000
acres of leases in the Miller Creek area of Carbon County Utah, all of
which is contained in Township 15 South, Range 10 East, SIR. Within the
10,000 acres is contained the Chiaretta #2 permit which covers the N94 of
Section 22 and the Price #1 permit which covers the SFAof Section 22. On
April 12, 1982, Milagro Energy Resources Company entered a Farmout
Agreement with Utah Pennsylvanian Oil Copany by which Milagro agreed to
allow Utah Penn to operate on a checkerboard of the Miller Creek area.
Utah Penn defaulted on the Farmout Agreement in the manner more
specifically stated in the notice of default. Because of the notice wegave them of the default and their failure to cure the default, Milagro
has taken over the operation of the



Mr. Norm Stout
December 16, 1982
Page Two

Ben Buh, as our Petroleum Engineer, will be sutmitting the sundgy form
asking for a change of operator and abandonment of the Utah Penn location,
as well as requesting a new location on the N4 of Section 22. This will
be caming directly from Mr. Buh.

Very y you «

s be

LOC/mls



MMOW AGREBŒNT

'IBIS AGREDIENTmade and entered into this / day of

April, 1982, by and between MIIAGRO ENERGY RESOURCES COMPANY,hereinafter

called "M.E.R.C." and UTAH PENNSYLVANIANOIL CŒlPANY, hereinafter called

"UTAH PENN."

WITNESSETH

WHEREASthe parties hereto have arrived at an Agreement whereby

M.E.R.C. is to assign to UTAH PENN certain of its right, title and

interest in and to the oil and gas mining leases (or any fractional

interest therein) owned by M.E.R.C. covering a portion of the lands

described in Exhibit "A" attached hereto and made a part hereof subject to

the terms and conditions of this Agreement:

NOW THEREEORE, it is agreed between the parties hereto as

follows:

1. DEFINITIONS. The following definitions shall apply to

certain terms used herein:

1.1 011 and Gas taases. 'Ihe oil and gas leases set forth in

and described by Exhibit "A" attached hereto insofar and only insofar as

said leases cover the lands therein described that have been allocated to

UTAHPENN by checkerboarding as set forth in Clause 10 herein, fram the

surface to one hundred feet (100') below the base of the Morrison

Formation.

1.2 Œeckerboarded Parcels. The one hundred sixty (160)

acre parcels selected by UTAH PENN in accordance with Clause 10 of this
Agreement.

1.3 Contract Depth. With respect to the drilling of the

test wells and any further checkerboarded parcel wells, this terms means

to a depth sufficient to test the Morrison sandstone.

1.4 Drilling Costs. 'Ibis term means all monies actually

expended for drilling, completing, testing, fracturing, abandoning,

third-party services, engineering and geological fees for drilling or

reworkiry a well for the recovery and takiry of production of petroleum

substances, including the costs of staking locations, permitting













M.E.R.C. shall at all times have access to the premises

covered hereby through its agents and representatives to inspect

operations thereon and UTAH PENN, upon request, shall furnish M.E.R.C.

full information in regard thereto in addition to the specific information

required in connection with the wells drilled hereunder. All notices ard

information to be given M.E.R.C. pursuant to the foregoing provisions

shall be given to M.E.R.C. or to such other of its representatives as

M.E.R.C. shall designate.

8. DISPOSITION OF PRODUCTIGT.

8.1 In the event production is secured on the prenises, tirAH

PENN will, during the continuance thereof, furnish to M.E.R.C. at its

offices on or before the thirtieth (30th) day of each month a statement

showing the gross estimated production of gas, oil and water from each

well on the premises, the number of days each well was produced and the

pipeline runs therefrem for the preceeding month. M.E.R.C. shall have

access at all reasonable times to UTMI PENN's production and marketing

recording pertaining to these premises.

8.2 M.E.R.C. shall have access to said land, to the wells,

equignent, tanks and appliarices of UTMI PENN for the purpose of testing

the production fran the wells thereon, at its own expense and risk.

M.E.R.C. shall have the right to examine the run tickets and other recortls

pertaining to the production. Upon request, WAH PENN shall furnish to

M.E.R.C. a true and correct copy of all gages and run tickets. UTMI PENN

agrees to furnish M.E.R.C. true copies of all production reports,

potential test forms and any other reports which may be made by UTMI PENN

to the regulatory body of the State of Utah, or to any governmental agency

at the same time such reports are delivered to such body or agency.

8.3 No contract for the sale of gas frca the property shall

be made by tilWI PENN without the advice, consent and approval of M.E.R.C.

8.4 M.E.R.C.'s interest in the oil or gas produced from the

property shall be delivered to it free of expense or to its credit in the

pipeline which may be connected to, from or upon the property provided.

However, M.E.R.C•« if it elects, may take its proportionate part of said

oil or gas so produced and saved in kind, and its option to do so shall







and in a reasonably compact form acceptable to M.E.R.C. WM PENN's

rights in such retained acreage shall be limited to the contract Depth.

12. M.E.R.C.'s WORKINGINTEREST, WAH PENN'SOVERRIDINGIDIALTY.

12.1 At the time of well payout and at the time of field

payout, M.E.R.C. and UTAH PENN shall have the following rights regarding

Working Interest and Overriding Royalties.

12.1.1 M.E.R.C. reserves the right and option to

convert the M.E.R.C. Overriding Royalty to a twenty percent (20%) carried

working interest as to each well drilled hereunder at the time that well

pays out.

12.1.2 Upon M.E.R.C. converting its four percent

(4%) Overriding Royalty, UTAH PENN shall have the right to receive

M.E.R.C.'s four percent (4%) Overriding Royalty, which shall be prior and

superior to M.E.R.C.'s tWenty percent (20%) Working Interest Backin.

12.1.3 At the time the Lessees exercise their option

to convert their five and one-half percent (5 1/2%) Overriding Royalty to

a seventeen percent (17%) Working Interest Backin, both WAH PENN and

M.E.R.C. Shall have the right to two percent (2%) each of this Overriding

Royalty interest which shall be prior and superior to all working

interests, except the working interest of the Lessees as set out in the

Operating Agreement to which both WAH PENN and M.E.R.C.'s two percent

(2%) Overriding Royalty shall be subject and inferior to.

12.1.4 In the event UTAHPENN determines to finance

the drilling of its own wells, i.e. to pay the working interest itself,

then it shall not have the right to M.E.R.C.'s four percent (4%)

Overriding Royalty as set out in 12.1.2 above. It shall be deemed that

UTAH PENN is drilling its own well at anytime that it pays at least fifty

percent (50%) of the cost of drilling a well.

12.2 At any time from the cemnencement of this Agreement

through the completion of the tenth (10th) well drilled on the property by

UTAH PENN, M.E.R.C. has a continuing option to elect to take a twenty-five

percent (25%) paid working interest in all of the subsequent wells to be

drilled by UTAH PENN on the property. Such right to a twentyfive percent

(25%) paid working interest shall not be in any of the first five wells

drilled by WAH PENN, but may commence in any wells fran the sixth well



and thereafter. Upon giving such notice, M.E.R.C. shall designate which

well after the fifth well it desires to participate in. At any time

M.E.R.C. elects not to participate in a well after having commenced to

participate, then it shall lose its right to participate in any further

wells drilled by Urm PENN. Such paid working interest shall have no

effect on M.E.R.C.'s four percent (4%) overriding royalty, nor on the

conversion of the four percent (4%) overriding royalty to a twenty percent

(204) earried working interest. However, at the time M.E.R.C. elects to

convert its four percent (4%) overriding royalty to a twenty percent (20%)

working interest, both UTE PENN's and M.E.R.C.'s paid working interest

shall be reduced pro rata. ' ng
1 's overriding royalty cowerts to a s percent (17%) carried
working interest, wi no effect on M.E.R.C.'s twenty percent

(20%) carried Ing interest, but bo ENN's and M.E.R.C.'s paid

Should UTE PENN, following the completion of the test
wells above-mentioned, hereafter elect not to pay rentals required to
continue in force any lease covered by this Agreement, or to surrender any
such lease, 1712H PENN shall give M.E.R.C. written notice of such election
and ample time to permit M.E.R.C. to protect and preserve said lease hold

estate and M.E.R.C. after receiving said notice shall have sixty (60) days

to notify UTAH PENN of its election to accept an assignment of UTAN PENN's

interest therein, and if it so elects, UTAH PENN shall assign such

interests therein to M.E.R.C. In the event, at the time UTMI PENN elects
to surrender a lease, the lease has been producing oil or gas, M.E.R.C.

may go upon said premises and make and conduct such tests and operations

as it sees fit in connection with the conduct of such tests or operations,
M.E.R.C. may use without charge, material and equignent belonging to UTAH

PENN then in or upon said premises, but M.E.R.C. shall make and conduct

such tests and operations at its own risk and expense. During the sixty

(60) day period hereby allowed for making such tests, M.E.R.C. may, if it

desires, elect to accept an assignment of said lease from UTAH PENN and

any of the wells and materials therein and thereon, or may, if it desires,

elect to accept an assignment of the lease of said lease, but to accept
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15. INSURANCE. Prior to commencing operations for drilling of

any well on the checkerboarded property, UTAH PENN shall obtain, at UTAH

PENN's expense, insurance policies as outlined below to cover all

operations to be performed on such lands. UTAH PENNshall furnish to

M.E.R.C. for approval prior to cgnmencement of such operations hereunder,

certificates of insurance signed by authorized representatives of the

insurance company certifying to insurance coverage in minimum anounts as

follows:

15.1 Insurance, which shall comply with all applicable

workman's compensation, employer's liability and occupational disease

laws, shall cover all or WAH PENN's employees engaged in any work

performed under this Agreement,

15.2 Comprehensive general public liability insurance with

bodily injury limits not less than $500,000.00 for one person and

$1,000,000.00 for one accident and with a property damage clause of not

less than $250,000.00 for one accident, shall inc1trle coverage for all

liability assumed by WAH PENN under the terms of this Agreement with

limits of liability not less than those set out above.

15.3 Such certificates of insurance shall contain a
statement that said insurance coverage shall not be cancelled or changed
without at least ten (10) days prior written notice to M.E.R.C. Should

the insurance coverage be allowed to terminate or be materially Changed or
ancelled during the term of this Agreement, all of WAH PENN's rights to
earn hereunder shall terminate, unless new insurance coverage is obtained
and certificates furnished to M.E.R.C. meeting their requirements first

set out for the certificates within the ten (10) day period following
notice by the insuror to M.E.R.C. that the existing insurance coverage has

been materially changed or cancelled. U'IAH PENN shall determine that

insurance coverage obtained by WAH PENN and set out in the certificate

furnished to M.E.R.C. is sufficient to give protection from and for acts

of WAH PENN's contractors and sub-contractors, or require that such

contractors and sub-contractors have equivalent coverage.
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16. ARBITRATION.

16.1 All disputes and controversies of every kind and nature

betWeen the parties hereto arising out of or in Connection with this

Agreement as to the existence, construction, validity, interpretation or

meaning, performance, non-performance, enforcement, operation, breach,

continuance, or termination thereof, including the question of whether
there is a dispute or controversy, shall be sutnitted to arbitration
pursuant to the following procedure:

16.1.1 Either party may demand such arbitration in
writing after the controversy arises, which demand shall include a
statment of the matter in controversy, and a copy of which demand shall
be sent to the nearest office of the American Arbitration Association to
Denver, Colorado, together with a request for arbitration and a request
for the names of the arbitrators available in Denver, Colorado, competent
to arbitrate Farmout Agreement disputes.

16.1.2 within ten (10) days after receipt by the
parties hereto of the list of arbitrators, the parties shall agree upon an
arbitrator or in default thereof, such arbitrator shall be named forthwith
by the Arbitration Committee of the American Arbitration Association.

16.1.3 Each party shall bear its own arbitration
costs and expenses.

16.1.4 2he arbitration hearing shall be held at
Denver, Colorado, on twenty (20) days' notice to the partless the
arbitration rules and procedures of the American Association or
Arbitration shall be incorporated by reference therein and the law of
evidence of the State of Colorado shall govern the presentation ot
evidence therein.

16.1.5 The arbitration hearing shall be concluded
within thirty (30) days unless otherwise ordered by the arbitrator and the
award thereon shall be made within ten (10) days after the close of the
submission of evidence. An award rendered by the arbitrator shall be
final and binding on all parties to the proceeding during the period of
this Agreement, and judgment on such award may be entered by either party
in the highest court, state or federal, having jurisdiction.
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M.E.R.C. a written release of its right to earn an interest in any such

lease under this Agreement at least thirty (30) days prior to the date

such lease obligation is due.

21. RESTRICTION ON ASSIGNMENT. Any leases assigned to UTAH PENN

hereunder shall not be amended, altered, modified, extended, renewed,

assigned, or encumbered in any manner, which would diminish the interest

of M.E.R.C., without the prior written consent of M.E.R.C. e rights of

reverter and the rights to reassignment retained herein by M.E.R.C. Shall

be superior to all liens, encunbrances, debts, judgments claims,

overriding royalty and production payment burdens and other obligations

created or incurred by UTMi PENN and asserted against the assigned

property. Any interest in the assigned property reverting to M.E.R.C. or

reassigned to M.E.R.C. shall be free and clear of all such liens,

encunbrances, debts, judgments, claims, overriding royalties, and

production payment burdens and other obligations.

22. TERMINATION OF RIGHTS. Time is of the essence in this
Agreement. We breach by UTAH PENN of any material obligation or

requirement arising hereunder shall subject this Agreement to termination

at the option of M.E.R.C. if UTAH PENN tails or refuses to comply with

such obligation or requirement within thirty (30) days after notice by

M.E.R.C. to UTAH PENN of such breach.

23. MISCELIANEQUS.

23.1 UTAH PENN will use its best efforts in accordance with

good oil field practices to complete each of the wells as a producer of
oil or gas.

23.2 UTAH PENN will reimburse M.E.R.C. for the full amount

of any rentals applicable to the checkerboarded land, as herein detined,

paid by M.E.R.C. under the terms of any lease during the term of this

Agreement.

23.3 e operating agreement to be used shall be the

standard AAPL Form 610 Model Form operation Agreement, 1977, but such use

shall not allow the change of costs beyond those allowed hereunder.

23.4 As used herein, oil and gas shall refer to all

petroleun products including casing, head gas and distillate.



23.5 M1 of the provisions in this Agreement shall apply to

any wells drilled by UTAHPENN on any land in the area of interest.

23.6 This Agreement is personal and not assignable without

M.E.R.C.'s written consent which consent shall not be unreasonably

withheld.

23.7 All rights and interest not expressly granted to UTAH

PENN are reserved to M.E.R.C.

23.8 All agreements herein shall constitute covenants
running with the land assigned and shall be binding upon the parties

hereto, their successors and assigns.

23.9 2his Agreement shall continue for and during the term

of the leases to be assigned as provided for herein and for the term of

any extension or renewal thereof.

23.10 No change, modif ication or alteration of this Agreement

shall be valid unless the same be made or specif ied in writing signed by

the parties hereto and no course of dealing between the parties shall be

construed to alter the terms hereof.

23.11 From time to time M.E.R.C. may require UTAH PENN to
provide lien waivers from any and all of its contractors, sul>·-contractors

or material suppliers.

23.12 Shis Agreement is subject to the terms of the

Operating Agreement dated November 18, 1981, between LSB Partnership and

the Iessees, which Agreement has been assigned to M.E.R.C.
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IN WIBIESS hereof the Parties hereto have executed this Agreement

on the date above written.

ŒlmBPERISYLVMIMOIL 0ÐiPM

BY

MIIERD RESOCICES M

BY
ging Partne



312 Mesa Grande Dr.
Grand Junction, CQ
March 8,, 1982

Re: Well #'Chiretta 1
Sec 22, T 15S R. 10 E.
Carbon County, Utah
Chiretta Ñ2
Same legal

Easton $1
Sec 27, T 15S R. 10 E.
Miller Creek Carbon Co.
Utah

State of Utah
Natural Resources & Energy
Oil Gas & Mining
4241 State Office Bldg,,
Salt Lake City, Utah $4114

Attn: Cari Furse

Dear Cari:

Reference to the above named wells - Chiretta # 2 and Easton#1 have not yet been drilled.

Chiretta #1 was drilled and gas encountered. The well was logged
and I am in the process of obtaining the log and other pertinent
information to render a report to your department.

Utah Penn underwent a recent reorganization and the reports requifeds
regarding these wells were not reported as required. We will
correct this.

Chiretta #2 and Easton #1 will be drilled in June, 1982 according
to present schedule.

Very truly yourg,

James P. Kyle,
Representative,
Utah Penn Oil Co.

DIVISIONOF
OiL,GAS&



STATEOF UTAH Scott M. Matheson, GovernorNATURALRESOURCES& ENERGY '
Ternple A. Reynolds, Executive Director

Oil, Gas & Mining Cleon B. Feight. Division Director

4241 State Office Building - Solt Lake City, UT 84114 · 801-533-5771

February 18, 1982

Utah Penn
Att: Jim Kyle,
312 Mesa Grande
Grand Junction, Colorado 81503

Re: Well No. Cheritta #1
Sec. 22, T. 15S, R. 10E
Carbon County, Utah

Well No. Miller Creek Cheritta #2
Sec. 22, T. 15S, R. 10E
Carbon County, Utah

Well No. Miller Creek Easton #1
Sec. 27, T. 15S, R. 10E
Carbon County, Utah

Gentlemen:

In ref rence to the above mentioned wells,considerable time has gone
by since approval was obtained from this office.

This office has not received any notification of spudding. If you do
not intend to drill these wells,please notify this Division. If spudding '
or any other activity has taken place, please send necessary forms. If you
plan to drill this location at a later date, please notify as such.

Your prompt attention to the above will be greatly appreciated.

Very truly yours,

D O NING

Cari Furse
Clerk Typist

Board/Charles R. Henderson, Choirrnan •John L. Bell - E. Steele Mcintyre - Edward T. BeckRobert R. Norrnan - Margaret R. Bird Herrn Olsen
on equoi opportuarty ernplover - O ease reovcie



P.O. Scm 934
Albuquerque, m 87103

August 17, 1982

Mr. Milton L. I.mmaster
Vice President
Utah Pennsylvanian Oil Copany
1901 New Street
Independence, KS 67301

RE: Farmout Agreement

Dear Mr. Lowmaster:

2his letter is to serve as notification that Milagro Energy Resources
Copany, hereinafter referred to as "MERC", is giving Utah Pennsylvanian
Oil Copany, hereinafter referred to as "Utah Penn" thirty (30) days
notice of its intention to terminate the Farmout Agreement dated April
12, 1982 between MERC and Utah Penn. 2his termination is pursuant to
Paragraph 22 of that Agreement wherein it states that if Utah Penn fails
or refuses to comply with any material obligation or requirement that it
has under the Agreement, and does not ære such breach within thirty (30)
days of notice by MERC, MERChas the right to terminate. She obligations
and requirements of the Farmout Agreement which Utah Penn has failed to
coply with are as follows:

1. A Ten Thousand Dollar ($10,000.00) payment in cash or
cashier's check was to be delivered to an escrow agent of
MERC's choice upon the execution of the Agreement as an
earnest money payment under the Agreement. 2his amount has
never been paid.

2. Immediately upon the execution of the Agreement, Utah Penn
was to order five (5) drilling title opinions for five (5)
locations of test wells. The Agreement states that time is
of the essence and five (5) test wells are to be completed by
September 30, 1982. It has been four (4) onths since the
execution of the Agreenent, and Utah Penn has oly drilled
one test well. The drilling title opinions on the remaining
four (4) wells, have either not been completed, or if
canpleted, have not been acted upon. Four (4) onths is





Mr. Milton Idenster
August 17, 1982
Page Shree

couply with the provisions of the leases subject to the
Agreement. Utah Pern is hereby put on notice that should any
interest of MERCin said leases be dissolved because of t·he ,

lack of actim y Utah Penne they will be held responsible
for all injuries arising out of their failure to mnply with
their lease provisions as required by this Agreement.

Very truly yours,

Lewis Oi Campbell
Managing Partner

IDC/mlg

cc: John Patterson
Raymond McKee

bcc: Invid



AFFIDAVIT

STATE OF NEW MEXICO )
) ss.

COUNTYOF BERNALILLO)

LEWIS O. CAMPBELL, being first duly sworn upon his oath, deposes and

states:

1. That I am the managing partner of Milagro Energy Resources

Copany to who has been assigned the right to operate the N4 of Section

22, Township 15 South, Range 10 East, SIR.

2. That on April 12,' 1982, Milagro Energy Resources Company entered

a Farmout Agreement with Utah Pennsylvanian Oil Campany, a copy of which

Farmout Agreement is attached hereto as Exhibit "A" and made a part

hereof.

3. In accordance with the Paragraph 22 of the Farmout Agreement, in

the event Utah Pennsylvanian Oil Campany defaulted on the Farmout

Agreement, Milagro Energy Resources had the right to give Utah

Pennsylvanian Oil Company a written thirty (30) day notice of default. In

the event Utah Pennsylvanian Oil Copany failed to cure the default within

thirty (30) days of such notice in accordance with the terms of the

agreement, the Farmout Agreement autamatically terminated.

4. On August 17, 1982, affiant caused to be sent to Utah

Pennsylvanian Oil Campany at their proper address and also to the address

of their attorney, a notice of default, a copy of which is attached hereto

as Exhibit "B".

5. That no effort was made by Utah Pennsylvanian Oil Campany to

correct the default under the Farmout Agreement during the thirty (30)

days period nor at any time subsequent



6. That Utah Pennsylvanian Oil Cmpany failed to cure their defaults

under the Farmout Agreement and the agre is therefore terminated and

void.

SUBSCRIBED AND SWORN to before me this day of December,

1982, by Lewis O. Campbell, managing partner of Milagro Energy Resources

My Cammi slotytxpireg




	APD-DRILL
	APD-WORKSHEET
	APD-APPROVAL

